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SUBSTI TUTE SENATE BI LL 5181

Passed Legislature - 2011 1st Special Session
State of WAshi ngton 62nd Legi sl ature 2011 1st Speci al Session

By Senate Ways & Means (originally sponsored by Senators Parlette,
Kil mer, Zarel li, Murr ay, Li t zow, Rockefel |l er, St evens, Becker,
Baungartner, and Hill)

READ FI RST TI ME 05/ 24/ 11.

AN ACT Relating to limtations on state debt; adding a new section
to chapter 39.42 RCW creating new sections; and meking an
appropriation.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. The legislature intends to exam ne the
various kinds of debt incurred by Washington state and the l[imtations
that control the anmount and use of debt. To assist in this
exam nation, the |l egislature seeks the assistance and recommendati ons
of a comm ssion on state debt.

NEW SECTION. Sec. 2. (1) The comm ssion on state debt is created.
The comm ssion shall include the follow ng nenbers: The state
treasurer, who shall chair the comm ssion; the director of the office
of financial managenment; one nenber each fromthe two | argest caucuses
of the senate, appointed by the president of the senate; one nenber
each from the two | argest caucuses of the house of representatives,
appointed by the speaker of the house of representatives; siXx
i ndependent nenbers, three appointed by the state treasurer in
consultation with the state finance commttee and three appoi nted by
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the governor in consultation with the state finance commttee. These
Ssi X i ndependent nenbers nust not have a financial interest in debt-
financed state expenditures and shall include appointees wth
experience in public or private finance, |ocal governnent, or related
academ c or |egal backgrounds. The nenbers of the comm ssion shal
serve Ww thout additional conpensation, but shall be reinbursed in
accordance wth RCW44.04. 120 for attendi ng neetings of the conm ssion.
Staffing for the comm ssion shall be provided by the state treasurer's
office, the office of financial managenent, and |egislative capita
budget staff.

(2) The conmm ssion shall exam ne the foll ow ng:

(a) Trends in the use of all kinds of state obligations including
general obligation bonds; revenue bonds and other debt that supports
the transportation budget; financing contracts; |ease purchase
agreenents; and other fornms of obligations including |long-term
l[iabilities such as pension liabilities and long-term | eases. The
exam nation of trends nust also examne the inpact of debt service
paynments on operating budget expenditures.

(b) Major wuses of state debt, the debt service expenditures
associ ated with those maj or uses, and a conparison of the debt service
expenditures and other operating budget expenditures that addresses
simlar policy objectives as the major uses of debt.

(c) Existing limtations and policies on the use of various kinds
of debt and how those policies and limtations conpare wth other
states wth simlar or higher credit ratings. The conparisons wll
include an exam nation of relative debt burden and the relationship
between state debt and debt incurred by Ilocal governnents in the
conpari son st ates.

(3) The conm ssion nust reconmend inprovenents in state debt
policies and limtations, including possible anmendnents to state
constitutional debt limtations that will acconplish the foll ow ng:

(a) Stabilizes the capacity to incur new debt in support of
sust ai nabl e and predi ctabl e capital budgets;

(b) Reduces the growth in debt service paynents to an appropriate
| evel that no | onger exceeds the long-termgrowh in the general fund
expendi t ures;

(c) Maintain and enhance the state's credit rating.

(4) The conmm ssion nust consult affected stakehol ders.

SSB 5181. SL p. 2
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(5) The commi ssion nust report its findings and recomrendati ons to
the state finance commttee and the appropriate conmttees of the
| egi sl ature by Decenber 1, 2011

NEW SECTION. Sec. 3. A new section is added to chapter 39.42 RCW
to read as foll ows:

The state finance commttee nust recomend a working debt Iimt for
purposes of budget developnent for wvarious purpose capital bond

appropriations. Nothing inthis section shall in any manner affect the
validity of indebtedness incurred in conpliance with the provisions of
Article VIIl, section 1 of the state Constitution. The working debt
[imt nust be updated periodically follow ng forecasts of the economc
and revenue forecast council. The governor and |egislature nust
devel op capital bond budgets within the nost recent recommended wor ki ng
debt limt. The working debt |imt nust be lower than the state
constitutional debt Ilimt in order to reserve capacity under the
constitutional limt for energencies and econon c uncertainties. I n

order to begin to acconplish the objectives of stabilizing debt
capacity and reducing the debt service burden on the operating budget,
the state finance commttee nust reconmend working debt limts of eight
and one-half percent fromJuly 1, 2015, to and i ncludi ng June 30, 2017,
ei ght and one-quarter percent fromJuly 1, 2017, to and includi ng June
30, 2019; eight percent fromJuly 1, 2019, to and including June 30,
2021; seven and three-quarters percent from July 1, 2021, and
thereafter. The state finance conmmittee may recommend nodi fied working
debt limts in response to extraordinary economc conditions. The
state finance commttee is authorized to reduce or delay the issuance
of bonds if an issuance would result in exceeding the recomended
wor ki ng debt limt.

NEW SECTION. Sec. 4. The sum not to exceed one hundred fifty
thousand dollars, or as much thereof as nay be necessary, is
appropriated for the fiscal year ending June 30, 2012, fromthe state
treasurer's service fund to the office of the state treasurer for the

pur pose of this act.

Passed by the Senate May 24, 2011

Passed by the House May 25, 2011

Approved by the Governor June 15, 2011.

Filed in Ofice of Secretary of State June 15, 2011.
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